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Multiple Higher Education Tax Incentives Create 
Opportunities for Taxpayers to Make Costly Mistakes 

Highlights of GAO-08-717T, a testimony 
before the Subcommittee on Select 
Revenue Measures, Committee on Ways 
and Means, House of Representatives 

Federal assistance helps students 
and families pay for postsecondary 
education through several policy 
tools—grant and loan programs 
authorized by Title IV of the Higher 
Education Act of 1965 and more 
recently enacted tax preferences. 
This testimony summarizes our 
2005 report and provides updates 
on (1) how Title IV assistance 
compares to that provided through 
the tax code (2) the extent to 
which tax filers effectively use 
education tax preferences, (3) 
potential benefits and costs of 
simplifying federal student aid, and 
(4) what is known about the 
effectiveness of federal assistance.  

 
This hearing is an opportunity to 
consider whether changes should 
be made in the government’s 
overall strategy for providing such 
assistance or to the individual 
programs and tax provisions that 
provide the assistance. This 
statement is based on updates to 
previously published GAO work 
and reviews of relevant literature. 

What GAO Recommends  

GAO does not make new 
recommendations in this 
testimony. In 2002, GAO 
recommended, among other things, 
that the Department of Education 
sponsor research into key aspects 
of effectiveness of Title IV 
programs. Education began funding 
grants in July 2007 to conduct 
research on topics addressed in 
this statement; however, no project 
to date appears to directly evaluate 
the role and effectiveness of 
federal assistance in improving 
access to postsecondary education. 
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To view the full product, including the scope 
and methodology, click on GAO-08-717T. 
For more information, contact Michael 
Brostek at (202) 512-9110 or George Scott at 
(202) 512-7215. 
itle IV student aid and tax preferences provide assistance to a wide range of 
tudents and families in different ways. While both help students meet current 
xpenses, tax preferences also assist students and families with saving for and 
epaying postsecondary costs. Both serve students and families with a range 
f incomes, but some forms of Title IV aid—grant aid, in particular—provide 
ssistance to those whose incomes are lower, on average, than is the case 
ith tax preferences. Tax preferences require more responsibility on the part 
f students and families than Title IV aid because taxpayers must identify 
pplicable tax preferences, understand complex rules concerning their use, 
nd correctly calculate and claim credits or deductions. While the tax 
references are a newer policy tool, the number of tax filers using them has 
rown quickly, surpassing the number of students aided under Title IV in 2002.

ecipients of Title IV Assistance and Tax Filers Claiming an Education Tax Credit or Tuition 
eduction, 1997—2005 

ome tax filers do not appear to make optimal education-related tax 
ecisions. For example, our analysis of a limited number of 2005 tax returns 

ndicated that 19 percent of eligible tax filers did not claim either the tuition 
eduction or a tax credit. In so doing, these tax filers failed to reduce their tax 

iability by $219, on average, and 10 percent of these filers could have reduced 
heir tax liability by over $500. One explanation for these taxpayers’ choices 
ay be the complexity of postsecondary tax provisions, which experts have 

ommonly identified as difficult for tax filers to use.  

implifying the grants, loans, and tax preferences may reduce complexities in 
igher education financing, including reducing the number of eligible tax filers 
hat do not claim tax preferences, but more research would be necessary to 
nderstand the full benefits and costs of any such changes. 

ittle is known about the effectiveness of Title IV aid or tax preferences in 
romoting, for example, postsecondary attendance or school choice, in part 
ecause of research data and methodological challenges. As a result, 
olicymakers do not have information that would allow them to make the 
ost efficient use of limited federal resources to help students and families. 
United States Government Accountability Office
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http://www.gao.gov/cgi-bin/getrpt?GAO-08-717T


<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /PageByPage
  /Binding /Left
  /CalGrayProfile (None)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Off
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /SyntheticBoldness 1.00
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveEPSInfo true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Preserve
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasGrayImages false
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasMonoImages false
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /False

  /Description <<
    /JPN <FEFF3053306e8a2d5b9a306f300130d330b830cd30b9658766f8306e8868793a304a3088307353705237306b90693057305f00200050004400460020658766f830924f5c62103059308b3068304d306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103057305f00200050004400460020658766f8306f0020004100630072006f0062006100740020304a30883073002000520065006100640065007200200035002e003000204ee5964d30678868793a3067304d307e30593002>
    /DEU <>
    /FRA <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
    /ENU <>
  >>
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


